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OATH OR AFFIRMATION

I, James smith , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Philflps and Company securities, Inc , as

of December 31 , 20 18 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Signature

Fk IAL STAMP
atfry Pu KRISTIN M.ANDERSON

NoTARYPUBuC-OREGON
This report ** contains (check all applicable boxes): COMMISSIONNO.947299

9 (a) Facing Page. M100MMISS10NEXPIRESFEBRUARY24,2020

(c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement

of Comprehensive income (as defined in 4210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 1503-3.

(j) A Reconciliation. including appropriate explanationof the Computation of Net Capital Under Rule 15c3-I and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 1503-3.

[] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).

A notary public or other officer completing this certHicate
verifies only the identity of the individual who signed the
document to which this cer#ficate is attached, and not the
truthfuiness, accuracy, or validity of that document.

State of Dif@m
County of Ma' |Maas*L-
Subscribed and sworn to (or affirmed) before me on this Eday of $4arDN ,

fwwiN proved to me on the basis of satisfactory evidences to be
the personwho appeared before me.
NotaryPublic SRvi M.,hvide-vie OFFØALSTAMP

MRISTINM.ANDERSON

MY00MWSBEXWEs 2020



ALVAREZ 6 A550CIATE5, INC
CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Directors and Equity Owner of Phillips and Company Securities, Inc.:

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Phillips and Company Securities, Inc.
(the "Company") as of December 31, 2018, the related statements of operations, changes in stockholder's
equity, and cash flows for the year then ended, and the related notes (collectively referred to as the "tinancial
statements"). In our opinion, the financial statements present fairly, in all material respects, the financial
position ofthe Company as of December 31, 2018, and the results of its operations and its cash flows for the
year then ended, in conformity with accounting principles generally accepted in the United States.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to

express an opinion on the Company's financial statements based on our audit. We are a public accounting firm

registered with the Public Company Accounting Oversight Board (United States)("PCAOB") and are required
to be independent with respect to the Company in accordance with the U.S. federal securities laws and the

applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards ofthe PCAOB. Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statements, whether due to error or fraud, and performing procedures

that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements. Our audit also included evaluating the accounting

principles usedand significant estimates made by management, as well as evaluating the overall presentation
of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

Supplemental Information

The information contained in Schedules I and il ("Supplemental Information") has been subjected to audit

procedures performed in conjunction with the audit of the Company's financial statements. The Supplemental
Information is the responsibility of the Company's management. Our audit procedures included determining

whether the Supplemental Information reconciles to the financial statements or the underlying accounting and
other records, as applicable, and performing procedures to test the completeness and accuracy of the

information presented in the Supplemental Information. In forming our opinion on the Supplemental
Information, we evaluated whether the Supplemental Information, including its form and content is presented

in conformity with 17 C.F.R. §240.17a-5. In our opinion, Schedules I and il are fairly stated, in all material
respects, in relation to the financial statements taken as a whole.

Alvarez & A ociates, Inc.

We have served as the Company s auditor since 2018.
Northridge, California
March 28, 2019

9221 Corbin Avenue Suite 165 g
2 818-451-4661 Northridge, California 91324

www.AAICPAs.com &



. PHILLIPS & COMPANY SECURITIES,INC.
STATEMENT OF FINANCIAL CONDITION

ASOFDECEMBER31,2018

ASSETS

Cash and cash equivalents $ 205,471
Commissions receivable - clearing broker 11,691

Employee and officer receivables 1,679
Deposit with clearing broker, restricted 50,000
Prepaid expenses and other assets . . . . 1,413

Total assets . $ 270,254

LIABILITIES

Accounts payable $ 59,740
Payable to related party 77,725

Accrued compensation 11,884

Total liabilities 149,349

COMMITMENTS AND CONTINGENCIES(Note 4) '

STOCKHOLDER'SEQUITY .

Common stock - voting, no par value, 1,000,000
shares authorized, 200 shares issued and

outstanding 50,000
Additional contributed capital .383,603
Accumulated deficit ' (312,698)

Total stockholder's equity 120,905

TOTAL LIABILITIES AND STOCKHOLDER'SEQUITY $ 270,254

Seeaccompanying notes



PHILLIPS &r.COMPANYSECURITIES, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2018 . ..

REVENUES

Commissions $ 311,861

Other revenues 65,237

Total revenues 377,098

EXPENSES

Compensation and benefits 272,423

Occupancy and equipment costs 30,481

Clearing and floor brokerage charges 33,207
Legal and professional 25,015
Licenses and subscriptions 13,823

Insurance 10,118

News and quotes service 5,236
Communications 2,110

Postage and printing 1,458

Other operating expenses 6,026

Total expenses 399,897

NET INCOME (LOSS) $ (22,799)

Seeaccompanying notes



PHILI,IPS& COMPANY SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2018

Additional Total

Common Stock Contributed Accumulated Stockholder's

Shares Amount Capital Deficit , Equity

BALANCE, Decemböf31, 2017 200 $ 50,000 $ 383,603 $ (289,899) $ 143,704

Net income (Loss) - - - (22,799) (22,799)

BALANCE,December 31, 2018 200 $ 50,000 $ 383,603 $ (312,698) $ 120,905

Seeaccompanying notes



PHILLIPS & COMPANY SECURITIES, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Net income loss $ . (22,799)

Adjustments o reconcile net (loss) income loss to net cash

from operating activities:

Change in cash and cash equivalents due to changes in certain
assets and liabilities:

. Commissions receivable - clearing brokers 5,203

Employee and officer receivables (68)
Change in related party receivable/payable 12,292

Prepaid expenses and other assets (1,413)
Accounts payable 3,977

Accrued compensation (10,518)

Net cash from operating activities (13,326)

NET DECREASEIN CASHAND CASHEQUIVALENTS (13,326)

CASHAND CASHEQUIVALENTS,beginning of year 218,797

CASHAND CASHEQuIVALENTS, end of year $ 205,471

Seeaccompanying notes



PHILLIPS & COMPANY SECURITIES, INC.
NOTESTO FINANCIAL STATEMENTS
December 31st, 2018

Note 1- Orgainization and Summary of Significant Accounting Policies

Organization - Phillips & Company Securities, Inc. (the Company) is an Oregon Corporation

operating as a registered broker-dealer in securities and, until October 31, 2011, as a registered
investment advisor, with the Securities and Exchange Commission and as a member of the Financial

Industry Regulatory Authority (FINRA) and is registered with the Municipal Securities Rulemaking

Board (MSRB).The Company is currently engaged primarily in brokerage services and clears all
transactions with and for customers on a fully-disclosed basis through Pershing LLC, its clearing

broker-dealer. Customers are located throughout the United States. The Company is exempt from

the reserve requirements under SEC Rule 15c3-3(k)(2)(ii), since it does not handle or carry
customer securities and cash.

On October 31, 2011, pursuant to an Asset Purchase Agreement between the Company, its

stockholder, and Phillips and Company Advisors, LLC (Advisórs), the Company sold and transferred

its interest in all registered investment advisory services to Advisors. As a result of this spin-off of

advisory operations, certain assets and liabilities of an equivalent amount were transferred to
Advisors and all revenue and expenses related to registered investment advisory services were

recognized by Advisors following the effective date of the Asset Purchase Agreement.

The Company and Advisors operate with an Expense Sharing Agreement whereby the Company and
Advisors established a mechanism for the sharing of expenses. In accordance with the Expense

Sharing Agreement, expenses were shared on the basis of either (a) a percentage specified based on

an analysis of time and resources or (b) actual costs. Allocations for the period ending December

31, 2018 were approximately 88% to Advisors and 12% to the Company.

Use of estimates - The preparation of financial statements, in conformity with accounting

principles generally accepted in the United States of America, requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the financial statements, and the reported amounts

of revenues and expenses during the reporting period. Significant accounting estimates relate to the
realization of receivable accounts and the allocation of expenses pursuant to the Expense Sharing

Agreement. Actual results could differ from those estimates.

Cash and cash equivalents - Cash and cash equivalents include cash on hand, cash on deposit with

banks, cash in brokerage accounts, and money market funds. For purposes of the statement of cash

flows, the Company considers cash equivalents to be short-term investments with a maturity of
three months or less.The Company occasionally maintains cash balances at banks in excess of

federally insured limits.



PHILLIPS & COMPANY SECURITIES;IN0;
NOTES TO FINANCIAL STATEMENTS
December 31st, 2018

Note 1 - Organization and Summary of Significant Accounting Policies (continued)

Commission revenue and expense - Commission revenues and related clearing expenses are
recorded on a trade-date basis after securities transactions have occurred. Commissions receivable

represent amounts due to the Company from the clearing broker. Commissions receivable are

recorded net of related expenses.

Allowance for doubtful accounts - The majority of transactions in client accounts are based on
trades using funds already in the accounts or under terms of margin agreements and are

considered fully collectible. On occasion, the clearinghouse will charge the Company for certain fees

that could not,be collected from the Company's clients. It is the Company's policy to pass these
charges on to the appropriate broker. Accordingly, no allowance for doubtful accounts is
considered necessary.

Restricted clearing deposits - The Company is required by its clearing broker to maintain a fixed

amount in a clearing account. The Company has granted the clearing broker a security interest in

this account. The elearing broker may access the account for any fees the Company owes to the

clearing broker brit has not páid.Interest earned on the account is paid morithly to the Company.As

of December 31, 2018, the Company's restricted clearing deposit account balance was $50,000.

Income taxes - The Company has elected SCorporation status under the Internal Revenue Code.
Under this provision, taxable income is generally taxed to the stockholder. The Company files its tax

return on a calendar-year basis. While specific taxes still apply to an S Corporation, none of those

taxes were applicable during the period ended December 31, 2Ø18.Accordingly, no income tax

expense or deferred income taxes are reflected in these financial statements.

The Company follows an accounting principle relating to uncertain tax positions that prescribes a

recognition threshold and measurement process in accounting for uncertain tax positions and also

provides guidance on various related matters such as de-recognition, interest, penalties, and

disclosures required. These provisions have had no financial statement impact to the Company as
the Company does not have any entity level uncertain tax positions. The Company files U.S.federal

and various state income tax returns, which are subject to examination by the taxing authorities for

years 2015 and later.



PHILLIPS & COMPANY SECURITIES, INC .
NOTESTO FINANCIAL STATEMENTS
December 31st, 2018

Note 1- Organization and Summary of Significant Accounting Policies.(continued) -

Subsequent event evaluation - The Company has evaluated events subsequent to the statement
of financial condition date for items requiring recording or disclosure in the financial statements.

The evaluation was performed through the date the financial statements were available to be
issued. Based upon this review, the Company has determined that there were no events which took

place that would have a material impact on its financial statements.

Note 2 - Net Capital Requirement

The Company is subject to the Securities and Exchange Comrivission Uniforni Net Capital Rule (Rule

15c3-1), which requires the maintenance of minimum net napital; requires that the rätio of

aggregate indebtedness to net capital, both as defined, shall not ekceed 15 to 1; and that equity

capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed

10 to 1.As of December 31, 2018, the Company had net capital of $116,900, whichyas $66,900 in

excess of its required net capital of $50,000.The Company's ratio of aggregate.indebtedness to net

capital was 1.28 to 1 as of December 31, 2018. Additionally, the Company has agreed to maintain

net capital of $100,000.as part of its agreement with its clearing broker. As of December 3.1,2018,
the Company's excess net capital above the clearing broker's requirements was $16,900.

Note 3 - Reconciliation.of Audited Net Capital to Unaudited FOCUS

There is a difference of $21 between the coinputation of net capital under the net capital $EC Rule

15c3-1 and the corresponding unaudited FOCUSpart IIA.

Net capital per unaudited schedule: $116,879

Adjustments:

Accumulated deficit: $21.00

Net Capital per audited statements: $116 900



PHILLIPS & COMPANY SECURITIES;INC." I
NOTES TO FINANCIAL STATEMENTS
December 31st, 2018

Note 4- Commitments and Contingencies

Operating lease commitments - The Company has entered into non-cancelable leases for office

space and equipment. Under the terms of the cost sharing agreement discussed above, the

Company's share for future minimum payments under non-cancelable operating leases is as
follows:

Years ending December 31; .2019 23,784
e 2020 < 23,784

2021 - - · · 23,784

2022 7 928

$ 79,280

Rent and lease expense for the period ended December 31, 2018 was $21,779.13.

Legal proceedings - From time to time, the Company may become party to legal proceedings,

claims, and regulatory actions which arise in the ordinary course of its business. Although the

ultimate resolution of such matters cannot be predicted with certainty, management does not

currently believe these matters will have a material impact on the Company.

The Company is obligated to settle transactions with brokers and financial institutions even if its
clients fail to meet their obligations to the Company. Clients are required to complete their

transactions on settlement date, generally two business days after trade date.lf clients do not

fulfill their contractual obligations, the Company may incur losses. The Company has established

various procedures to reduce this risk, and management does not believe these matters will have a
material impact on the Company.

Note 5 - Related Party Transactions

Employee and officer receivables - As of December 31, 2018, the Company held $1,679 in
receivables due from various employees and the sole stockholder ofthe Company. These receivable
accounts are unsecured, without interest, and collected over a short term.

Expense Sharing Agreement - The Expetise Sharing Agreement with Advisors requires the two

companies to reimburse each other for shared expenses based on allocations relating to assets

under management or revenues. As a result of this Agreement, the Company owed Advisors

$77,725 for expenses paid on its behalf as of December 31, 2018.

It is possible that the terms of certain related party transaction are not the same as those that

would result from the transaction resulting among wholly unrelated third party.



PHILLIPS & COMPANY SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
December 31st, 2018

Note 6 - Employee Benefit Plan

The Company maintained a defined contribution employee benefit plan (the Plan) qualified under
section 401(k) of the Internal Revenue Code.Prior to January 1, 2014, the Company made matching

contributions at the sole discretion of its Board of Directors. However, effective as of January 1,
2014, the Plan was amended to adopt employer safe harbor matching and proflt sharing

contributions. The employer safe harbor matching contribution amount is equal to the sum of
100% of the amount of participant elective deferrals that do not exceed 3% of participant

compensation, plus 50% of the amount of participant elective deferrals that exceed 3% of

participant compensation, but not to exceed 5% of participant compensation. The Company

recognized $7,570.21 in expenses related to the Plan for the period.ended December 31, 2018.

Note 7 - Off-Balance Sheet Credit Risk

The Company introduces all customer transactions in securities traded in U.S.securities markets to

another broker-dealer on a fully-disclosed basis.The agreement between the Company and its

clearing broker provides that the Company is obligated to assume any exposure related to

nonperformance by customers or counterparties. The Company monitors clearance and settlement
of all customer transactions on a daily basis.

The Company's exposure to credit risk associated with the nonperformance of customers and
counterparties in fulfilling their contractual obligations pursuant to these securities transactions

can be directly impacted by volatile trading markets which may impair the customers' or

counterparties' ability to satisfy their obligations to the Company.

In the event of nonperforr ance, the Company may be required to purchase or sell financial

instruments at unfavorable market prices resulting in a loss to the Company.The Company does

not anticipate nonperformance by customers and counterparties in the above situation.

Note 8 - Recently Issued Accounting Standards

Financial Accounting Standards Board ("FASB") Accounting Standards Updatej"ASU").2014-09,
Revenue from Contracts with Customers: Topic 606, also referred to as Accounting Standards

Codification Topic 606 ("ASC Topic 606"), supersedes nearly all existing revenue recognition

guidance under GAAP.ASC Topic 606 requires a principle-based approach for determining revenue

recognition. The core principle is that an entity should recognize revenue to depict the transfer of
good or services to customers in an amount that reflects the consideration to which the entity,

expects to be entitled in exchange for those goods or services. ASC Topic 606 is effective for the

Company as of its year ended December 31st, 2018.

ASCTopic 606 had no material impact on the Company's financial.statements.

In February 2016, the FASB issued ASU No.2016-02, Leases (Topic 842), which supersedes the

existing guidance for lease accounting. ASU 2016-02 requires lessees to recognize leases with



s

PHILLIPS & COMPANY-SECURITIES,:INC.
NOTES TO FINANCIAL STATEMENTS
December 31st, 2018

Note 8 - (Continued) -

terms longer than 12 months on their balance sheets. It requires different patterns of recording
lease expense for finance and operating leases. It also requires expanded lease agreement

disclosures. Lessor accounting is largely unchanged. ASU 2016-02 is effective for the Company as

of its year ending December 31st, 2019.

Management has determined that ASU 2016-02 will not have a material impact on the Company's
financial statements.



MHIRIPS & COMPANY SECURITIES, INC.
SCHEDULE I - COMPUTATION OF NET CAPITAL

PURSUANT TO SECRULE 15c3-1

AS OF DECEMBER 31, 2018

COMPUTATION OF NET CAPITAL -

Totai stockholder's equity $ 120,905

Less: Deductions from stockholder's equity

Employee and officer receivables (1,679)
Prepaid expenses and other assets (1,413)
Unsecured debits (913)

Total deductions from stockholder's equity (4,005)

Net Capital 116,900

COMPUTATION OF NET CAPITAL REQUIREMENT

Minimum net capital requirement

6 2/3 percent of net aggregate indebtness $ 9,957

Minimum dollar net capital requirement $ 50,000
Net capital required (greater of above) 50,000
Excess net capital $ 66,900

Aggregate Indebtedness $ 149,349

Ratio of aggregate indebtness to net capital 1.28 to 1

There was a difference of $21 between net capital computation shown here and the net capital

computation shown on the Company'sunaudited Form X-17A-5 report dated December31,2018
(See note 3).

Seereport of independent registered public accounting firm



PHILLIPS & COMPANY SECURITIES, INC.
SCHEDULE II - COMPUTATION OF DETERMINATION OF THE RESERVE REQUIREMENTS
AND INFORMATION RELATING TO POSSESSIONOR CONTROL REQUIREMENTS FOR
BROKERS AND DEALERS PURSUANT TO SECRULE 15c3-3

AS OF DECEMBER 31, 2018.

The company is exempt from the provisions of Rule 15c3-3 under paragraph (k)(2)(ii) in that the

Company carries no accounts, does not hold funds or securities for, or owe money or securities to

customers. Accordingly, there are no items to report under the requirements of this Rule.

See report of independent registered public accounting firm



Phillips and Company Securities, Inc.
Report on Exemption Provisions
Pursuant to 17 C.F.R.§ 15c3-3(k)

For the Year Ended December 31, 2018



ALVAREZ 6 A550CIATE5, INC
CERTIFIED PUBLIC ACCOUNTANTS

REPORT.OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIÏtM

To the Directors and Equity Omer of Phillips andCompany Securities, Inc.:

We have reviewed management's statements, included in the accompanying Assertions Regarding
Exemption Provisions, in which (1) Phillips and Company Securities, Inc.identified the following
provisions of 17 C.F.R.§15c3-3(k) under which Phillips and Company Securities, Inc. claimed
an exemption from 17C.F.R.§240.15c3-3:(k)(2)(ii)(the "exemption provisions") and (2) Phillips
and Company Securities, Inc.stated that Phillips and Company Securities,:Inc.met the identified
exemption provisions throughout the period ending January 1, 2018 through December 31,2018,

- without exception. Phillips and Company Securities, Inc.'s management is responsible for
compliance with the exemption provisions and its statements. i

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about Phillips and Company Securities, Inc.'scompliance with the
exemption provisions. A review is substantially less in scope than an examination, the objective
of which is the expression of an opinion on management's statements. Accordingly, we do not
express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management'sstatements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities
Exchange Act of 1934.

Alvarez & AYsociates,Inc.

Northridge, California
March 28,2019

9221 Corbin Avenue Suite 165 g
818-451-4661 Northridge, California 91324

www.AAICPAs.comO



A ÅerÈions,Égard ing Exem piión. Provisions

We, as members of management of Phillips and Company Securities are responsible for compliance
with the annual reporting requirements under Rule 17a-5 of the Securities Exchange Act of 1934.
Those requirements compel a broker or dealer to file annuals reports with the Securities Exchange
Commission (SEC) and the broker or dealer's designated examining authority (DEA). One of the
reports to be included in sheanmial filing is an exemption report prepared by an independent public
accountant based upon a review of assertions provided by the broker or dealer. Pursuant to that

requirement, the management of the Company hereby makesthe following assertions:

Identified Exemption Provision:

The Company claims exemptio from the custody and reserve provisions of Rule 15c3-3 by operating
under the exemption provided by Rule 15c3-3, Paragraph (k)(2)(ii).

Statement Regarding Meeting Exemption Provision:

The Company met the-identified exemption provision without exception throughout the period ending
January 1, 2018 through December 31, 2018.

Phillips and Company Securities

B

e mith Chief Compliance Officer


